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REVENUE PROPERTIES COMPANY LIMITED 


TO THE SHAREHOLDERS: 


On December 4, 1972, there was mailed to you an unaudited consoli- 
dated balance sheet as of September 30, 1972 together with unaudited 
consolidated statements of income, deficit and source and application of funds 
for the nine months ended September 30, 1972. In addition there was a 
summary of the areas of real estate development in which your Company 
is involved. The attached consolidated financial statements are for the year 
ended December 31, 1971 and have now been audited. In our December 
4, 1972 report we explained that our unaudited figures for 1972 used as a 
starting point the unaudited consolidated financial statements for the year 
ended December 31, 1971. The attached audited results show an increase 
of approximately $225,000 in the deficit from the unaudited figures as of 
December 31, 1971. 


In my report of December 4, 1972, | discussed at some length the 
reorganization of the Company’s 712% Sinking Fund Debentures and the issue 
of additional common shares, all of which are more fully described in notes 17 
and 20 to the attached consolidated financial statements. In the same report, 
considerable space was given to a discussion of the Company’s current opera- 


tions and its outlook for the near future. 


The transactions which at December 4, 1972, were expected to close by 
December 31, 1972, did in fact close, and resulted in a profit on operations 
for the last quarter of 1972 which would appear to be sufficient to offset 
the unaudited loss of $1,117,459 reported for the nine months ended 
September 30, 1972. 


On January 30, 1973, the Government of Canada expropriated approxi- 
mately 1,100 acres of land owned by Century City Developments Limited, a 
partially owned subsidiary of the Company. As outlined in note 8 to the 
attached consolidated financial statements, the Company expects to receive 


a written offer for compensation for the above acreage by April 30, 1973, and 
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to receive payment in accordance with the offer soon thereafter. According 
to the law of expropriation, the Company will have a further period of one 
year after receiving payment in which to negotiate settlement of any further 
claim it may have or to commence proceedings in the Federal Court. The 
Company also received notice that the Government of Canada is prepared 
to purchase an additional 500 acres should Century City Developments 
Limited desire to sell that land at a negotiated price. Management is giving 
constant attention to the various alternatives which now present themselves 


for the development of this significant asset. 


The demand for serviced land for both residential and industrial buildings 
continues to be very strong in the areas in which your Company is active. 
Certain management changes have been put into effect in order to provide 
the Company with more capacity and flexibility and management fully expects 
the Company to continue its forward progress currently indicated by the 


significant improvement in 1972 over 1971. 


On behalf of the Board of Directors 


MAXWELL GOLDHAR 
President 


Ne itel ae Oe PAS 


Auditors’ Report 


To the Shareholders of 
Revenue Properties Company Limited 


We have examined the consolidated balance sheet of Revenue Properties Company Limited and 
subsidiaries (hereinafter referred to as “the Company”) as at December 31, 1971 and the consolidated 
statements of income, deficit and source and application of funds for the year ended on that date. Our 
examination included a general review of the accounting procedures and such tests of accounting records 
and other supporting evidence as we considered necessary in the circumstances, and we have received all 
the information and explanations that we have required, except as follows: 


(1) The routines followed by the Company in the past relating to signing, recording and filing of 
agreements have been inadequate. As a result, although our examination has been made (except 
as stated in (3) below) in accordance with generally accepted auditing standards, we have been 
unable to determine if there are significant agreements of which we are not aware, which: 


(i) would require that income be deferred with a corresponding change in the loss for the year 
ended December 31, 1971 and/or in deficit, or 


(ii) should be appropriately reflected in certain notes to the consolidated financial statements. 


S 


Available records and supporting evidence were not sufficient to substantiate the costs of certain 
properties which were sold and leased back prior to March 31, 1970. Those costs entered into the 
determination of the gain on such sales recorded at March 31, 1970 of which the unamortized 
portion is included in deferred income in the consolidated balance sheet and the earned portion 
for the year ended December 31, 1971 is reflected in the consolidated statement of income. 


Qo 
aS 


It was impracticable to complete an audit of subsequent events sufficient in scope to enable us 
to express an opinion as to the fairness or completeness of disclosure of subsequent events, as 
described in notes 10 and 26. 


In addition, the realizable value of the Century City lands has not been determined, as explained in 
note 8. Consequently it is not possible to determine the outcome and to estimate the possible effect on 
the accompanying consolidated financial statements of this major uncertainty. Also, because of difficulties 
in determining market value, we are unable to be satisfied that the $1,250,000 provision for loss applied 
against cost of real estate during 1970, explained in note 10(a)(i), should have been recorded in that amount. 


Because of the significance of the matters set out in the preceding paragraphs and the substantial 
amounts which may be involved, we are unable to express an opinion as to whether the consolidated 
financial statements, taken as a whole, present fairly the financial position of the Company as at December 
31, 1971 and the results of operations and the source and application of funds for the year then ended in 
accordance with generally accepted accounting principles. 


However, we report that 


A in our opinion, the following individual items in the consolidated balance sheet are presented 
fairly as at December 31, 1971 in accordance with generally accepted accounting principles applied 
on a basis consistent with that at December 31, 1970: 


Cash and short-term deposits 

Cash in escrow 

Accounts, rents and other receivables (note 4) 

Due from directors and officers (note 24 (a) ) 

Prepaid expenses 

Mortgages receivable (note 5) 

Balances receivable for land sold under agreements of purchase and sale (note 6) 
Real estate held for development or sale — Properties other than Century City (note 7) 
Revenue producing real estate, at cost less accumulated depreciation (note 9) 
Investment in and advances to associated company (note 11) 

Sundry investments and advances, at cost 

Debenture financing costs less amortization 

Bank indebtedness, secured 

Accounts payable and accrued liabilities 


Liability for settlement of United States civil actions (note 23 (a) ) 

Due to directors and officers (note 24 (b) ) 

Estimated completion costs for land sold 

Loans payable secured by mortgages receivable (note 12) 

Other secured loans payable (note 13) 

Mortgages payable secured by land sold under agreements of purchase and sale (note 14) 
Mortgages payable on real estate held for development or sale (note 15) 
Mortgages payable on revenue producing real estate (note 16) 

72% Sinking fund debentures (note 17) 

7V2% Convertible subordinated sinking fund debentures Series A (note 18) 
Capital stock (note 20) 


B in our opinion, the following individual items in the consolidated statement of income are 
presented fairly for the year ended December 31, 1971 in accordance with generally accepted 
accounting principles applied on a basis consistent with that for the nine months ended December 
3, USYAv: 


Revenue — Real estate sales — Held for development or sale 

Revenue — Real estate sales — Revenue producing 

Revenue — Real estate sales — Construction 

Revenue — Rentals 

Revenue — Interest 

Expenses — Real estate cost of sales — Held for development or sale 
Expenses — Real estate cost of sales — Revenue producing 

Expenses — Real estate cost of sales — Construction 

Expenses — Property operating 

Expenses — Interest — Charges (note 25 (a) ) 

Expenses — Administration and general 

Expenses — Depreciation 

Expenses — Equity in loss of associated company 

Extraordinary items — Debenture financing costs less deferred income taxes (note 25 (b) ) 
Extraordinary items — Discount on purchase of sinking fund debentures 


C in our opinion, the following individual items in the consolidated statement of source and 
application of funds are presented fairly for the year ended December 31, 1971 in accordance with 
generally accepted accounting principles applied on a basis consistent with that for the nine 
months ended December 31, 1970: 


Directors and officers 

Mortgages received 

Balances received for land sold under agreements of purchase and sale 
Investments and advances 

Loans and mortgages obtained less repayment of interim bank loan 
Real estate — Additions less related loans and mortgages 

Real estate — Charges to income less related loans and mortgages and purchasers’ deposits 
Note receivable purchased (note 24 (a) (iii) ) 

Loans and mortgages paid 

Sinking fund debentures paid 

Other 


D in our opinion, note 2, “Principles of consolidation’ and note 3, ‘Accounting policies’ describe 
fairly those practices followed by the Company in these consolidated financial statements and note 
21, “Lease and similar obligations” and note 23, ‘Legal proceedings” present fairly the information 
therein. 


Whereas we express an opinion in sub-paragraphs A, B, C and D above on individual items, as stated in 
the preceding paragraph we express no opinion on the consolidated financial statements taken as a whole. 
Our opinion on individual items listed in those sub-paragraphs also covers the notes (or portions thereof) 
specifically itemized therein, but does not include any other notes cross-referenced in those notes. 


Toronto, Canada THORNE GUNN & CO. 
February 20, 1973 Chartered Accountants 


REVENUE PROPERTIES COMPANY LIMITED 


(Incorporated under the laws of Ontario) 


and subsidiaries 


ASSETS 


Cashcand short-termecdepositsans 4 vam ree en te eee sear a eee 
Cas hRingeSCho Wis wea en eee ge AL cis tate carne Dee enh Oar ee ches 
Accounts, rents and other receivables (note 4) .............-e0000- 
Due fromidirectors:and: officers (note 24 (a) piney eee ae ae ae ee 
Prepaid texpensesannid ta tacn ct oe ae eas en eee 
Morteagessreceivabl on NOten a): ceva se et on eae fee, ere eee 


Balances receivable for land sold under agreements of purchase and 
sale*(NOlerG) Peete Gee. Tote som GROEN Aa ate Puls tas sa RS Se cee? 


Real estate held for development or sale 


Properties other than, Century. City,(note 7)\  aeae see .-6 sot $10,835,441 
Century silva (NOce tO) tamer ciate ortete ete oie ete came eet a oe aie 1390, Ga0 
Revenue producing real estate, at cost less accumulated depreciation 
Of.$5,610/659 (note. 9) nak ceed te tke ie ee ie ee 
Investment in and advances to joint ventures not consolidated 
(nOteg: LO) Ga eyeeorrc g ec van Seeman hen Varennes Wal ree 


Investment in and advances to associated company (note 11) ........ 
SOndryvainvestmemts anced vances sal COStawmmtnt i: tenn ea ren eae: 
Debenture financing costs less amortization ...............0.0000- 


Approved by the Board 


MAXWELL GOLDHAR, Director 


C. HARRIS TOD, Director 


CONSOLIDATE 


$ 1,048,605 


2,268,233 
2,648,330 
2,494,104 

462,758 

13,065,626 


3,748,245 


24,026,094 


33,271,070 


2,303,699 
1,097,781 
384,173 
50,974 


$86,869,692 


DECEMBE 


3ALANCE SHEET 


a 1971 


LIABILITIES 
Bankvindebteuness eseciiredmmeeras aces oes hee eens a ees es es 
Accountstpayanlerana: accrued llabiiitiess 5448.5. essa ens 2 oes < bse. 
Liability for settlement of United States civil actions (note 23(a)) .... 
Dueordirectors anceciicers:(note, 24()) ion whos cGetigenes bee ae we 
Estimated -completionscests torlancrsold pe aa mee > faceless aes 2 
Loans payable secured by mortgages receivable (note 12) .......... 
Othersecuredsloans wayable. (QOles 1s) mia sere rere, ates crest eeiee 


Mortgages payable secured by land sold under agreements of purchase 
AICS ALC OL Bl 4) pe ane anes ite urge coco Sih id case cif pSveWontee ome. ade 


Mortgages payable on real estate held for development or sale 


(note 15) 
Properiessother than CemutyeCity ny os eses dak aes eeaateasa $ 5,944,743 
GENUINE CU Vege wee renre rere RIE ts Sn oy ins Ula teNisMllaasih eae ae ty 5,201,309 


Mortgages payable on revenue producing real estate (note 16) ...... 
72% “sinkingetung,acbentiires (Mote 17) 10.3. 882 i sthan oe eee ss 


72% Convertible subordinated sinking fund debentures Series A 
(OCC G) retire ater ree ae car eer ead aes Oona ays wae ey hak te 


Dererredhincomes (Ole o MeEbEr noe h foe. ens oh Rae 
Deferred iiconieetaxes en patter s tence ooo cook aon ces mated cine bbs ebeee 


SHAREHOLDERS’ EQUITY 


Capital stock (note 20) 
Authorized 
314,065 6% Cumulative, non-voting second preference 
shares, par value $10, redeemable at par 
16,164,060 Common shares without par value 
Issued and outstanding 
10,962,020 SGoOmimnOnashdlGs s aae 1a ten oe iam ee Sos. aes 


Appropriation for second preference shares reserved for issuance 
cm Atars). colWalalentabs ct, cnece ea Wl dM MOOR ee i eRe ae ye ae ener” 


Leek Ree ince kc ky cp ee YE MRO RCL a PEt Rae ae 
Gapitalestocir Sse s Cll Cl imeann mene min rea cee ete arate Pa Nee, Sr nt 


Lease and similar obligations, contingent liabilities, legal proceedings 
and subsequent events (notes 21, 22, 23 and 26) 
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$ 347,043 
5,444,125 
1,145,178 
1,801,605 

802,608 
7,404,921 
1,901,000 


1,968,074 


11,146,126 


23,115,801 
12,814,097 


986,000 


$68,876,578 


5,017,995 
1,425,000 


Jaa l9DTs 


25,063,866 


225,020 
(13,738,767) 


1g,230;119 
$86,869,692 


REVENUE PROPERTIES COMPANY LIMITED 


and subsidiaries 


CONSOLIDATED STATEMENT OF INCOME 
YEAR ENDED DECEMBER 31, 1971 


ee eee 
Revenue 
Real estate sales 
Held:formdevelopment orsales.--- a ee eee $14,497,416 
Revenue: producing ys... aoe ee ee eee 3,158,460 
GOnstruction® |. cp csmesuiees ee cries eee een eC eae eee 504,623 
Rentalsyeet, eite ek oe ce ee a ee oe Te ere 8,369,299 
INLEreS tit eevee ads th ee SH ew ene OR ee 1,697,651 / $28,227,449 
Expenses 
Real estate cost of sales 
Heldtforedevelopmentvor sale ae. re eee eee 12,326,075 
Provision: forlosses a Wa). ieeae oe toe rate eee ee 913,107 
REVENUE: PrOCUCIN Sewn. scas neva et ncn cls eee oe aE 2,430,691 
CONSTFUCTION Ba. ee ete sa sees = carte eee eee een 406,170 
PropeltynODeraline mot tue hac scaacet eyo: eiete sos eects i ene eee eee 6,517,770 
Interest 
Charges (note<25 (aj ie warce eo ee ene $6,363,792 
Lessramountse capitalized ant eee eee 2,278,908 4,084,884 
Administrationsand general i. ease. 24s rs eee eee 1,856,584 
Depreciation 2.6 .. So sty sone ee er Glin te once eh eee eee 895,124 
Equity in loss (net of incomes) of joint ventures not consolidated 
(FIO CSO) tah titties erate eyelets oe) Dero ete ane mae 126,328 
Equitysinsloss of associated. COMpanyr. 0 saee ae eee eee 230,585 
Loss berore the: undernoted *itemsiteas ¢u.. uae eee ee ee ee 
Unearned income transferred to deferred income ................5. 163,285 
Less earned portion of the income deferred at beginning of year ..... 136,465 


Income (net of losses) allocated to other participants of consolidated 
JOUNEAVENCUTES. § cnt 2 oes: Waters sakes ee Oks eee Stee eee oe eee rene, 


Loss before income taxes and extraordinary items .................. 


Income taxes 


Cutrents (recovered) 2). she) totes 6 ie ce ee ee (30,000) 
Delerred i.e wan bee ume seta deste tates eee ene ee ae 542,414 


Loss before extraoldinarysifems s. 2.5 ger ee eee 


Extraordinary items 
Debenture financing costs less $40,000 deferred income taxes 


(note: '25(b). is :226. Greek oes aes oye a 172,007 
Discount on purchase of sinking fund debentures .............. (81,885) 
LOSS. fOls NEE Cal nee) acccercrsneiss pe eae using Na ee DM, eh i: 


Loss per share (note 25(c) ) 


Beforenextraordinary stems tween casas ee eee 
After extraordinary items 


Cs One CeOMOND IC) OG OMG Clin URC OG Oto Ok od Of QD 


) 


(1,559,869 ) 


REVENUE PROPERTIES COMPANY LIMITED 


and subsidiaries 


CONSOLIDATED STATEMENT OF DEFICIT 
YEAR ENDED DECEMBER 31, 1971 


Den Cemcimme sina ea Oley Oca rste een been ete og tis Leen aeolian tay or $11,461,703 
[Cece OnEtCEY Ca EMME ta rarer Mim Ca th senor peta Sg ee a's 2,282)322 

13,744,025 
Transfer from appropriation for second preference shares (note 20(a) (ii)) 5258 
Wenienatine Cleo tava (er er per arcie ice te iat a escluenna 5, ynten von aid the each wee $13,736,707 


CONSOLIDATED STATEMENT OF SOURCE AND 


APPLICATION OF FUNDS 
YEAR ENDED DECEMBER 31, 1971 


Source of funds 


Operations 
VO SSMLOMME OY Calamncan Meee CHM alten Sanrio tan sree; Gh or! exes i aD ae yay) 
WecdichitemssnOmMinvoiwineg TUNGS tea status! 6 noe 2,885,497 
FU SatrOmmOn ela llOns e amtmmemnteiicgi es tacbites acne. cnc ais 603,175 
DITSClOnnall CeO Crs mene a ere naa nt fee one eae eels os 210;735 
IMGlL ea CESHLeCCOIV CC mere Anew pas aan war tree Hauer ae cael ote 2) 37/05,196 
Balances received forlandsold under agreements of purchase and sale 11,010,347 
hvesumentsmd ni CaddVaNn Coser a: ce vi AUet seen, Ne reise Sane 2,150,487 
Loans and mortgages obtained less repayment of interim bank loan 6,236,620 
23,916,560 
Application of funds 
Real estate 
Additions less related loans and mortgages of $2,510,581 .... $ 1,501,932 
Capitalized interest and carrying charges ................. 37225,025 
Charges to income less related loans and mortgages of 
$14,047,776 and purchasers’ deposits of $800,114 ...... 346,267 
5,073,224 
Note receivable purchased (note 24(a)(ili)) ................000. 262,750 
LoansanGamorteagesep alc mmseeys atexs nyeeky ce eee A ae aoa ea hee 12,520,800 
Sink eee Gel Une smc cl Manmyn mers okays ldze gn Ap) ae Wie Si 2/073)902 
(OMA ETE” cath estou di catonnedccas ore ctee PO epee a 35,936 20,066,612 
aVORSE Sh aah MUTA SIS ae Ac. co Suelo eS et Or rt 3,849,948 
DEliclencVeouiunds sal DeECKMMInerOl Veal wen kn ci nea es cles eke so, 9 4,821,126 
Deficiency of funds at end of year 
Fas ealG PSM OntLenmeCe OSI tGaanaain amnion tacts ate ere Melee rae (1,048,605) 
SAS EA RESCIO Vy seem ree AY. AKL eck, ais Sowa Le ane nae (2,268,233) 
ACCOUUIS MICINseanlGrsotncrtleCelyanles mah .c- cman ee sek oe eet (2,648,330) 
BAnennNGeDLCUMesSmSCCUTEC Mane see Sat cr tin caienee- laches sic me 347,043 
ACCOUNTS Dayeable andsatcrued liabilities’ \i fies es ewe a ss 5,444,125 
Liability for settlement of United States civil actions ............ 1145 1/ Oma meee) 170 
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REVENUE PROPERTIES COMPANY LIMITED 


and subsidiaries 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 1971 


INDEX 
1. Legal requirements concerning financial statements ..........--. +s ee eee eee eens 
2. Principles of consolidation ice... 4: cuits eens een ee ee 
3. Accounting policies? a: %. Soy mh a.w anes omeeegtie teh nat Rett te ee een eee 
4. Accounts, rents and’ other-receivablesp ica. .era- oer tee eee et ee eee eee 
5. (Mortgages receivable. 2.:...:c0clse oe. sat ois pe ete else fe eieeestehc eke ia iene ten eee 
6. Balances receivable for land sold under agreements of purchase and sale ............ 
7. Real estate held for development or sale — Properties other than Century City ....... 
Bs. Century® City cis wiaareeecaeln Site ik fue vole etete we shee eke ce eect eet et Ren ic ene a ee 
9. Revenue’ producingtreal estate: 5 suas de sc ce ee tet roe eee ee 
10. Investment in and advances to joint ventures not consolidated .................005. 
11, Investmentiin and advances to associated ‘company en. ec erence eee ee ree 
12.” Loans payable secured by mortgages receivable i=, 1.1. ea eee rere 
13... Other secured loans. payabler ia. ne cose ae Se ie ee ee nee 
14. Mortgages payable secured by land sold under agreements of purchase and sale ...... 
15. Mortgages payable on real estate held for development or sale ...............0 0000s 
16. Mortgages payable on revenue producing real estate ................- see eecev sees: 
17. 7¥2%: Sinking’ fund sdebentures ss cse- soe earns ee cient arene eee eee 
18. 7%% Convertible subordinated sinking fund debentures Series A ................4-. 
192 -DeterredAincOMe 5 wi.:c2< vice «5 sti e oH ree aOR ie Reena ne ee ee 
20s, Capital stock: 5 le sce Se eee hn oo rte Oe cee ee 
214 Leasevand ‘similar obligations. 4.y 4...2,. serch stoke ean ae ec ee 
22. Contingent: liabilities: .n:.. .cstn ws ees ceree 5 eee oe che ny Rien ae eee ee a 
23. Legal! proceedings 2..¢,8 scene ane ees aie MUR toe ee ete ene ee 
24. Transactions. with directors. and Officers: on svn. cis eeeere ener nce ntee tater ete 
25; « Consolidated ‘statement.of income’... 5 chris 0 c.ccie tenon eee ne 
26, sSUBDSEQUENLSEVENTS Ss. Sone 9 Nk eee om etre Nees erent tet ec 


af 


a 


Throughout these notes “the Company” refers to Revenue Properties Company Limited, 
its consolidated subsidiaries and its consolidated joint ventures, unless the context indicates 
otherwise. The 1972 corporate reorganization is detailed in notes 17, 18 and 20. All notes should 
be read in conjunction with note 26 which describes certain other events subsequent to 1971. 


Legal requirements concerning financial statements 


The consolidated financial statements included herewith do not meet certain of the require- 
ments of The Business Corporations Act in that comparative statements for the year ended 
December 31, 1970, other than for the consolidated balance sheet which is not included 
herewith, are not available. 


Principles of consolidation 


(a) The consolidated financial statements include the accounts of all companies in which 


Revenue Properties Company Limited holds an interest of more than 50% of the voting 
equity. 


Consolidated companies include the following principal active subsidiaries: 


Ownership 
% 

GentUnvyeciuyeD CVEIODMIGN Sel IMILEG stent cc tats sea ees o cals aoe Kee 71.25 
OnesmintvaO ners OO GVW ESt LIINITCC masa tremula ao wciartias 4dne anu gave dials 100 
REVGOI pte VenOmmieiiicm | Tate Cm argu mn yee aia, Basis ay serach cebrree agiieler a ae 100 
Revenue Properties Central Developments Limited ................... 100 
RUSULMMIN Vest hineiitom il Nie Cig perme Per tn whe, tee ites chet vile) east Ri acay Sis: Sn ofa one 100 
SAV alIDMINVest) ei csm LINtLeO Meare mi HEM waned tat ess. ge cee ee ks. hk vee 100 
The Rubin Development Corporation (United States) ...............4.. 100 


Subsequent to 1971 the Company acquired at no cost an additional 5% of the 
outstanding shares in Century City Developments Limited increasing its ownership 
to 76.25% (see also note 24(c) (iii) ). 


The accounts of the subsidiary companies in the United States are translated into Canadian 
dollars as follows: 


(i) mortgages receivable, revenue producing real estate and accumulated depreciation 
thereon, and mortgages payable on revenue producing real estate — at the exchange 
rate prevailing at the date the assets were acquired or the liabilities incurred. 

(ii) all other assets and liabilities — at the exchange rate prevailing at December 31, 1971. 

(iii) revenue and expenses — at the average exchange rate prevailing throughout 1971 


except for depreciation which is at the exchange rate prevailing at the acquisition 
date of the related asset. 
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(c) 


The accounts of joint ventures holding real estate for development or sale are not 
normally consolidated. The Company's investment in such joint ventures is reflected in 
the consolidated balance sheet as “Investment in and advances to joint ventures not 
consolidated” using the equity method by which the investment is increased or decreased 
by the Company’s share of the undistributed profits or losses of the joint ventures. 


An exception to the principle outlined in the preceding paragraph occurs because certain 
joint venture agreements provide that the Company (i) is responsible for all financing 
required and (ii) has a 100% interest in real estate held for development or sale, subject 
only to the participation by others in net profits or losses. The Company’s participation 
in these joint ventures varies from 63.75% to 90%. As a result 100% of the assets, 
liabilities, revenues and expenses of these joint ventures are included in the consolidated 
financial statements. 


3. Accounting policies 


(a) 


Capitalization of costs 


(i) Land held for development or sale — Acquisition costs, realty taxes, other direct 
carrying costs and appropriate interest are capitalized. 


(ii) Construction of buildings — Direct costs, and appropriate overhead and interest are 
capitalized. 


For purposes of capitalizing interest, a composite interest rate applicable to all monies 
borrowed is established annually, which rate is then applied to the total costs incurred 
on certain development properties other than those owned by joint ventures and Century 
City Developments Limited. 


For properties owned by joint ventures, interest specifically chargeable on debt owing by 
each joint venture, together with interest charged by the Company, where permitted, on 
its advances to the joint venture, is capitalized. 


For the Century City lands, interest specifically chargeable on debt owing by Century City 
Developments Limited (other than to the Company) is capitalized. 


All estimated costs of servicing land which has been sold are recorded. The unexpended 
portion of these estimates is included in “Estimated completion costs for land sold” in 
the consolidated balance sheet. 


With respect to construction projects, the construction period is generally considered to 
have ended when a rental occupancy of approximately 70% has been achieved, providing 
that there have been no abnormal delays in construction or rental. 


Recognition of income 
Income from the sale of real estate is recognized in accordance with the guidelines 
published by the Ontario Securities Commission in 1969. 


Income from construction contracts is recorded on a percentage of completion basis. 


Depreciation on revenue producing real estate 


Depreciation is provided using the straight-line method, based on the estimated useful 
lives of the various assets as follows: 


BUIIGIN GS nut res uate Spee re et cet ne ee ater ee 40-50 years 
Furnitureband equipment a ase se eee ee ee 10 years 


(d) Financing costs 


(i) Costs incurred on the issue of debentures are amortized on a straight-line basis over 
the terms of the debentures with the unamortized balance of costs applicable to 
debentures redeemed or refinanced being written off as redemption or refinancing 
occurs (see note 25(b)). The balance of the unamortized debenture financing costs 
is shown as “Debenture financing costs less amortization’ in the consolidated 
balance sheet. 


At the end of a fiscal period the currency adjustment (see note 17(a) and 17(g)) 
which is applicable to those sinking fund payments falling due within one year, 
based upon the rate of exchange prevailing at the end of that fiscal period, is 
charged against income. 


(ii) Finders’ fees and similar charges, which relate mainly to the obtaining of financing 
by way of mortgages and other loans payable of short-term durations, are written 
off as incurred except in joint ventures where they are capitalized as part of the cost 
of real estate held for development or sale. 


(e) Deferred income taxes 


Certain provisions of the Income Tax Act are used which have resulted in the deferral of 
income taxes otherwise currently payable. Such provisions relate mainly to (i) reserves 
deducted for tax purposes when real estate was sold and mortgages taken back as partial 
consideration, (ii) depreciation claimed for tax purposes in excess of depreciation 
recorded in the accounts and (iii) interest, overhead and other carrying charges deducted 
for tax purposes although capitalized in the accounts as a cost of real estate. 


The effect of accumulated losses for tax purposes, which losses may be deductible in 
determining income taxes in the years up to 1976, is not recorded in the accounts. 


4. Accounts, rents and other receivables 


SUDCIVISIOn aepOsitseana  COMscmICtiONmeOn tacts meres e tare ke ones ww aes eb $1,427,641 
PSLCAT OS URCIL TC an CANS Mame T EMER N MMI N Heer SC a Pan NA es plc grant PA LHe eid ic. GR ueics) 48 os See 342,686 
[ITEEES fees te na) a ee dere ne er CLE stn le Msn Ay exand ail b gue Aiane eds Des SWS) sey 
PUSS eave | en rated ENGR ets © SA Sie ee Oe a ae a eae 558,486 

$2 648,330 


5. Mortgages receivable 


Mortgages on properties sold, including $4,157,311 on certain properties leased 
back or managed (see note 21), maturing at various dates to 2019 (interest rates 
vary from 514% to 10%, weighted average 7.6%) 


OR eh Hatt toahe 5 Ait pee Sh incites hors AUS COn Ss Oe pee Ae a on a a $ 508,482 
es aa ee ne ee Mean ee Ue ects Melee a aly) cu a Bi wiSp dates arute, acy due SAKE 1,773,980 
NOTA ee te eee eet eR MR ee ogee econ 8 a Slate A ths Pa oe bi lieve er, 8 384,361 
ARS WAS Wrst uP chy GPa ners cee Ss Ol acl SN MOPS cI ONES AOR aa ne eee 252,065 
Sl SG ae ee es ee ee PRCT Si ic eee ahs resi aarelge)sss Lope ess Ris wg Ana & 271,607 
1977 MON SS UOSCO UCT tame tm Rime Wane hun err atre eed aor arse dieot Awl n wiassaysiabets 8,905,422 
12,096,417 

Second mortgages on sold housing units, maturing at various dates to 1995 
(interestarates wal yurOnmosaoelOwl2 yo) Gepemmte otto. srt..ae 5 Bun Sita. alae Serehi ale 969,209 
$13,065,626 


Substantially all mortgages receivable are pledged against loans payable (see note 12). 


See note 26(a) for mortgages receivable sold and note 26(b) concerning principal received 
and mortgages receivable which have matured subsequent to 1971. 
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6. Balances receivable for land sold under agreements of purchase and sale 


Balances maturing (interest rates vary from 6% to 842%, weighted average 6.4%) 


19720 ea hee COR EE Ue ee ae, oy ee $1,115,655 
1973 oe ee Lee ee et ee 2,113,590 
1) / een ee se ene er eee NG Laas oo i 519,000 

$3,748,245 


The agreements contain clauses providing for earlier principal payment in the event the 
purchaser requires title to the land. 


Mortgages payable secured by the land sold under these agreements of purchase and sale 
remain an outstanding liability of the Company (see note 14). 


See note 26(b) concerning principal received subsequent to 1971. 


7. Real estate held for development or sale — Properties other than Century City 


Land Construction 

Capitalized including 

Acquisition carrying carrying 

costs charges charges Total 
Land 

Unimiproved sy. ane ocean eee $2,829,049 $ 939,320 $ 3,768,369 
Serviced 23.en cent se a eee ey OR tet Sue 1,518,627 6,733,944 
MOUSIN Ge UNIS A. one ete os ee oe ree 12,178 $ 320,950 9357126 


$8,056,544 $2,457,947 $ 320,950 $10,835,441 


All real estate held for development or sale is recorded at original acquisition cost except that 
a provision for losses has been recorded in respect of properties sold subsequent to 1971 at 
less than cost or for which a loss is anticipated on sale. 


Real estate held at December 31, 1971 was increased by carrying charges of $830,513 during 
1971. A commercial building costing $5,990,000, which was under construction at December 
31, 1970, was transferred to ‘‘Revenue producing real estate’ in 1971. 


See note 26(c) concerning properties sold subsequent to 1971. 


8. Century City 


Unimproved land of approximately 6,600 acres in and adjacent to The Township of Uxbridge, 
Province of Ontario, owned by Century City Developments Limited, a partially-owned 
subsidiary known as “Century City”, is included in ‘Real estate held for development or 
sale’ at a cost of $13,190,653 which includes capitalized carrying charges of $2,442,742 of 
which $517,503 was capitalized during 1971. 


In May 1970 the Province of Ontario published a study entitled “Design for Development: The 
Toronto-Centred Region’’ which created some uncertainties as to the future uses of the 
Century City lands. 
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On March 2, 1972 the Government of Canada and the Province of Ontario jointly announced 
that a new Toronto international airport would be located in the Township of Pickering. The 
Government of Canada then advised Century City of its intention to expropriate approximately 
1,600 acres of land owned by Century City. On January 30, 1973 the Government of Canada 
confirmed its intention to expropriate property in Pickering and Uxbridge townships which, 
however, includes only approximately 1,100 acres of Century City land. On or before April 
30, 1973 the Government of Canada must make a written offer of compensation to Century 
City for the 1,100 acres based on values as of January 30, 1973. The offer of compensation 
may be accepted by Century City without prejudice to its right to claim additional 
compensation in respect of the expropriated interest. After acceptance of the offer Century 
City would receive payment and would then have one year in which to negotiate a settlement 
of any further claim or to commence proceedings in the Federal Court. Also on January 30, 
1973 Century City received an offer from the Government of Canada to purchase at a 
reasonable price the additional 500 acres originally subject to the notice of intention to 
expropriate. The offer remains available until January 30, 1974. 


The permitted uses of Century City lands require clarification before the realizable value 
of this property can be reasonably determined. 


Virtually no mortgage payments have been made on the Century City lands (see notes 15 
and 26(g)) since May 1970. By January 15, 1973 all 1970 realty taxes on these lands were paid 
and some payments on account of 1971 and 1972 realty taxes were also made. 


Certain mortgagees have commenced proceedings and issued writs of foreclosure to enforce 
their security. Century City is defending these actions. 


Revenue producing real estate 


Buildingseanae morove ments patsCOsturpet smi water ect ietertenb eG adhe. a ue om thls $35,102,788 
FULD ItUre ran Gsed UlpincmimalCOs iemen hetero eet may anys Gee tual Giese. 434,320 
35,537,108 
Less acclimuUlatcdk Ce prec ato himmmary namin sve testy tn ne may. oe Camm vig obee kee 5,610,659 
29,926,449 
ATC CO) S ape one et Rr en PR? tre, Seren), PIN Brats ae caus. heaatcnpee 6 pons 3,344,621 
$33,271,070 


The cost of buildings constructed during 1971 was increased by carrying charges of $358,090. 


See note 26(d) concerning properties sold subsequent to 1971. 


Investment in and advances to joint ventures not consolidated 
The Company’s investment in joint ventures not consolidated consists of the following: 


WOM PARCSETC COW ADC meen ENT irri Got cia create in ah oe Asian asl ata io, @ $ 860,500 
Other investments and advances, equity basis ................. cece eee 1,657,276 
2,517,776 


Less 50% of profit arising on transfer of property by the Company to a joint 

venture in which the Company has a 50% interest (subsequently earned 

in 1972 as a result of the sale of the Company’s interest in the joint 
VETICULG) Meira cua eee Feet ee eect caver woe nities ap iis gh ctemety eatcaene eiates Os whee SRE oe 214,077 
$2,303,699 


The Company’s share of profits or losses in these joint ventures varies from 40% to 85%. 


The Company is contingently responsible for all the liabilities of the joint ventures, but the 
Company has recourse to all of each joint venture’s assets as well as the assets of the other 
participants to the extent it is required to pay liabilities in excess of its proportionate share. 


We 


A summary of the combined financial statements of these joint ventures follows: 


JOINT VENTURES NOT CONSOLIDATED 
Combined Balance Sheet 
December 31, 1971 


Assets 
Cashvand short-term: GGpOsit icra tence ee tees eer mee $ 51,254 
Accounts receivable and sundry assets ..............- 222,064 
Mortgages-recelVable ie. ccs ers cesta ke iets ac eae 660,739 
Real estate held for development or sale (see (a) below) 8,877,662 
$9,811,719 
Liabilities 
Bank: mdebtedness secu redaey savyenieten tn eee $ 30,000 
Accounts payable and accrued liabilities ............. 785,098 
Loans and mortgages on real estate held for development 
or sale 
Payable tothe! Gompanyees. saree eee $ 860,500 
Payable to others (see (b) below) ................ 572, 030uee 0, 132006 
Deferred!) incomex(see.(c) below) 2 see eee 153,039 
7,100,673 
Participants’ Equity 
Thes Company <n0xt.cccapete tice race een Nee et ne eee 1,657,276 
Others. ees eat, Wane) alae ie ee ene 1,053,770 2,711,046 
$9,811,719 
JOINT VENTURES NOT CONSOLIDATED 
Combined Statement of Income 
Year ended December 31, 1971 
Revenue 
Keal estate) Construction: aa eee ne $ 31,468 
RENtalSsv Ac secte cok eae omer dehy ee ee ge een ae 1,509,708 
interest; vec wiser soe et leer eee 74,618 $1,615,794 
Expenses 
Real estate cost of sales 
{CONSEUICHION mus scree coe eee eee 54,104 
PrOVISIOMS(OR, |OSSac aoe teeta ree (i fee 
Property: Operatins eras ee ene enn ere ener 1,626,508 
Administrationsand ene ralaeee eae nee een 21,6 1S Oo 
LOSS (Met Ol INCOMES) [Oh (G Veal mnt. meneame cere nr me $ 218,157 


JOINT VENTURES NOT CONSOLIDATED 
Combined Statement of Participants’ Equity 
Year ended December 31, 1971 


Participants’ Equity 


The Company Others Total 
Balance at beginning of year ............. $2,186,408 $1,599,283 $3,785,691 
Deduct 
Loss (net of incomes) for the year . 126,328 91,829 2AB AS), 
Drawings (net of contributions) ...... 402,804 453,684 856,488 
B29 oZ 545,513 1,074,645 
Balance at endrol yearess st wee 6s us $1,657,276 7% $1,053,770 $2,711,046 
Real estate held for development or sale 
Land 
Capitalized 
Acquisition carrying 
costs charges Buildings Total 
Land 
Wing PrOVed sera ccetectt ker $4,635,496 $ 951,465 $5,586,961 
SOLVICCU Meee ee a Cre hice Ke A375 O79 302,296 1 677,875 
Industrial and commercial buildings . . 837,354 $ 0/775,472 1,612/826 
$6,848,429 $1,253,761 $ 775,472 $8,877,662 


The real estate is shown at original acquisition cost 


except for the following: 


(i) Two unimproved properties were written down in 1970 by approximately $1,250,000 
to the amount of the mortgages and other liabilities payable on them in recognition 
of the fact that the Company might have been unable to meet the mortgage payments 
when required which would have resulted in the Company losing its equity in this 


joint venture. 


At January 15, 1973, it appeared that the Company would be able 


to meet the mortgage payments when required; however, the provision for loss of 
approximately $1,250,000 has not been readjusted although the Company intends 


to develop these lands. 
recognized at that time. 


When these lands are sold the profit, if any, will be 
Arrears of principal and interest on those mortgages were 


approximately $640,000 at January 15, 1973 and writs of foreclosure have been 
issued. The writs of foreclosure are being defended and the validity of the mortgages 


is being challenged by the Company. 


(ii) A third property has been written down to the value at which it was sold in 1972. 


During 1971 real estate was increased by carrying charges of $307,758. 


Subsequent to 1971 properties having a book value of approximately $1,484,000 were 


sold at a profit. 


Loans and mortgages on real estate held for development or sale — Payable to others 
Mortgages on which principal and interest are in arrears (see (a) (i) above), 
maturing in 1974 (interest rates vary from 6% to 672%, weighted average 


6.2%) 


Other mortgages, maturing at various dates to 1979 
6% to 1072%, weighted average 8.1%) 
1972 


1976 


dz 


Spreliial 6 cere" 6) vere: 10) (01 OLUe ue 10) 16. ered) 8,06) 1.e ible) ©) silo. ef leine. (6a) je el ie, 6, (eilesie na 


Sire .else) in es eelemnite) ©e| 611600) 6116) ele. \s 8150) (evle\e) elle eee @ 6ne 8 


© 0 Wich (8) 6: 10, 0.06! e167 (6: (© 610, 6) 9! e)(6 18 (S5h' 9. 8) 6) (01'0\/6; (6 6) ©) © 6:16) < 8,0 


e106) a0) ee) Obie] 6-4! 0) 8 70) 6) 6 (Gre, 0, (6.6 "Bre! ee! 0) Jey7s. 6: 6) 16: 616, 6) 10) 6: 


@) (6; (0) .6) ‘e} 6 (6 0: 6 0: (6: © © © (0) @ © © 80 10 (6) (0s 10) © 6 0:80 16 @.0 0 10 


B les .emiel ee) (6619.6. eae ke (e 'eUe 016) .6l.01 (6/116) @. elle ics 1@) ele (0:86) (6) 916 


oLiec olwiue] 691s) tele, le) 016. uéteNiellen 09, e:,6, 616 


$1,626,360 


@) fe} (ee) 8; (ey ie) 8116 100 0) 0) 10) (6 91's) 0))-8) je) 0.6 


(interest rates vary from 


$ 609,488 
538,734 


O00. COs 1 


© 1) (6 6) ire) ie, (6: 16 12 


O80 Gp 0 G Osoed o 


ed Ean, ce 92,216 


3,645,676 
$5,272,036 


OO ity Oo io Do 


as 


Subsequent to 1971 all principal on loans and mortgages payable outstanding at 
December 31, 1971, which has become due as summarized above, has been paid (except 
as set out in (a) (i) above) or arrangements have been made for extension, renewal, or 
refinancing at the same or lower rates of interest. 


(c) Deferred income 


Deferred income represents the gains on two sale and leaseback transactions. The 
amount of $153,039 will remain deferred until certain vendor conditions contained in the 
sale and leaseback agreements are met and/or the leases are terminated (see (d) below). 


(d) Lease obligations 


Two apartment projects were originally sold and leased back by two of the joint ventures. 
Both leases have been renewed for terms expiring in 1973; however, one of the joint 
ventures has given notice of intention to terminate its lease in 1973. Annual rents under 
these leases are $750,000. 


The sale agreements contained clauses providing for reductions in the original selling 
prices in the event that specified levels of gross annual income, as defined, and specified 
occupancy levels are not achieved by the time of expiry of the leases including renewal 
periods. These levels have not yet been reached. Based on levels existing at the 1972 
lease expiry dates, the original selling prices would have been reduced by an amount in 
excess of the recorded deferred income (see (c) above). The leases are renewable 
annually at the present rental rates by the lessors, if the vendor conditions in the sale 
and leaseback agreements have not been met, or by the joint ventures. Since the 
determination and realization of any such reductions in selling prices may be deferred 
indefinitely, they are not provided for in these accounts. 


(e) Interest on long-term debt 
The joint ventures incurred interest on long-term debt during 1971 which is reflected 


as follows: 
Charged to property Operating: g2. mcm sarin. ne ee ear. cee ere om $ 138,284 
Canitalized ix. sxtiotees ce creea nee eile Saricts ite cae hte trees eta eee tec te ee 364,442 
$ 502,726 
Investment in and advances to associated company 
Canadian Century Homes Limited 
Shares, <atecOsts ony ste see oh eee ee ree te cde $ 695 
Advances and morteagesereceiVallererr cms arte ee 1,526,141 
1,326,866 
Equityvincdeficit.. .g@)tatecalyctene chee AAs ee cues cane rhe tae eg 229,085 
$1,097,781 


The Company owns 50% of the outstanding voting common shares and 100% of the 
outstanding non-voting participating Class A shares of Canadian Century Homes Limited, 
representing a 63.75% equity interest therein (see also notes 22(c) and 24(c)(iii)). 


The advances and mortgages receivable are reduced by $137,539, being the Company's 
63.75% share of the profit recorded on the transfer of certain properties in 1970 to Canadian 
Century Homes Limited. 


In 1972 the Company’s 63.75% equity interest increased to 75% as the result of its eventual 


ownership of all the additional non-voting participating Class A shares issued during 1972 by 
Canadian Century Homes Limited. 
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14. 


iS: 


Loans payable secured by mortgages receivable 
Loans maturing (interest rates vary from 912% to 17%, weighted average 11.8%) 


UCP OR, nc:negeccakeutac aera AA ae er ee Oe ren Sere $3,516,057 
WR RE Ek cat nas i fee ANS tn SE RR i or al Pree Be 1,234,655 
AA eee Ain rt) DAP Ge Sart ha eet in ete COE 1,606,289 
TWEE oe AON Dk 2 9 Ot i a td ee a ee a 197,920 
of 6 Ae RAO A Ryne Ne fe en SN DOERR uD line Re 850,000 

$7,404,921 


See note 26(f) concerning principal paid and loans payable which have matured subsequent 
tom197 1: 


Other secured loans payable 
Loans maturing (interest rates vary from 7% to 13%, weighted average 9.3%) 


19) arene tere ee ote re Aa Oe ein cme OME Jy 8S ay Bes $1,451,500 
Loos an een al PO a Meee Perel Port 2 hart 2 olen ee cen Sur aay ih Pps nas 439,500 
FEBRERO WIC Fe ee ON 1 AR gg) ner Oe On ea 10,000 

$1,901,000 


The loans are secured as to $1,271,000 by lands sold and a mortgage receivable related thereto 
as described in note 24(a)(i) and as to $630,000 by the Company’s investment in certain joint 
ventures not consolidated. 


See note 26(f) concerning principal paid and loans payable which have matured subsequent 
to 1971. 


Mortgages payable secured by land sold under agreements of purchase and sale 
Mortgages maturing (interest rates vary from 6% to 16%, weighted average 10.5%) 


SD 2 aa oN a UANN 9-05) 00s), eM aes Wc s Sid Seb! a, ale alle Bs. aie Riv pier dae 6 $1,169,783 
REPRE a ORO Dee RR pe Bene Roe edi) Ue ne Si ae 798,291 
$1,968,074 


These mortgages payable are secured by land sold in respect of which balances are receivable 
and will generally be discharged in amounts proportionate to payments received on the 
balances receivable (see note 6). 


See note 26(f) concerning principal paid and mortgages payable which have matured 
subsequent to 1971. 


Mortgages payable on real estate held for development or sale 


Properties other than Century City 
Mortgages maturing at various dates to 1994 (interest rates vary from 5% to 
16%, weighted average 9.7%) 


D7, 2 Sine ie eerie Se Mrirte tao Seen GIR a ces Stic anal Baie syste Fi Qeca «we Ha $ 2,678,735 
bP eo meccram ds a eRe tte ates Cs MURR NRCMGE 2h We, eiiscisl a Aeneas WSs ade a arse Kale wuts 1,709,426 
rane ee ee RAE kala a oo. ake ate ek eh ane oe 8 628,740 
HO Jism NUL ee eer Rat. Toto Noo AN eke wal sf nil SHOR ICDS Saw SRE Sw RAS 33,625 
DDG aie ae ee ere ae RN en cae NS 6 ass 6 che ne le ale Whe os 8 eG a ues 300,923 
LOAN ES UL SECU aertmhetens caer (Meteors ate ale Pa ates lore w ayvaer sae geal 593,294 

5,944,743 


Century City 
Mortgages on which principal and interest are in arrears (see note 8), 
maturing at various dates to 1990 (interest rates vary from 7% to 9%, 
WeElSICUea Vel AR Cut u) Oth atrae ele orev erin ane dnt gon sve feakove eels ss 5,201,383 
$11,146,126 


See note 26(f) concerning events subsequent to 1971 relating to principal paid and mortgages 
payable which have matured and note 26(g) for arrears of principal and interest. 


ay 


16. Mortgages payable on revenue producing real estate 


UW: 


Mortgages maturing at various dates to 1995 - (interest 
to 12%, weighted average 8.7%) 


NZ Ove Secth ove bie ner Oe See seyeiee. whe) ode eR eae 


rates vary from 51%4% 


AN) ee, CO $ 1,278,762 
he, aa eee 893,329 
eee 5,952,461 
Ne od Wea nee 930,539 
PERO SRL AN, 1,780,950 
Ce eh re 12,279,760 


$23,115,801 


See note 26(f) concerning principal paid and mortgages payable which have matured 


subsequent to 1971. 


712% Sinking fund debentures 


Effective June 30, 1972 the 7/2% Sinking fund debentures became 9% Convertible sinking 
fund debentures as a result of the corporate reorganization approved during 1972 by the 
shareholders, regulatory bodies and other interested parties (see also note 20 — “Capital 


stock’’). 


The comparative status of the debentures is set out below: 


December 31, 1971 
(a) Principal 


Series A $ 1,960,000 
Series B 1,374,000 
Series C 5,250,000 
Series D 4,200,000 
Series E nil 
"12,784,000 
Add currency 
adjustment 30,097 
$12,814,097 
(b) Interest rate 72% 


(c) Maturity date 


Series A OS 
Series B OZ 
Series C 1976 
Series D 1976 
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After reorganization — June 30, 1972 


$ 1,904,000 
1,374,000 
5,250,000 
4,200,000 
cancelled 

12,728,000 


30,097 
$12,758,097 


9% 


May 15, 1976 
June 1, 1981 
Feb. 15, 1981 
June 15, 1981 


December 31, 1971 After reorganization — June 30, 1972 


(d) Sinking fund 


requirements 
Payable November 15 annually 


Series A $ 50,000 annually to 1972 $50,000, 1972 to 1975 inclusive 


Consolidated and shared by the Series 


Series B $ 40,000 annually to 1976 B, C and D Debentures rateably in pro- 
portion to the principal amount of each 

; series Outstanding on the October 5 im- 
Series C $750,000 annually to 1975 mediately preceding the sinking fund 


payment date. 
; Payments are $250,000 in 1972 and 1973, 
Series D $600,000 annually to 1975 $500 000 in 1974 and 1975, and 
$1,550,000 in 1976 to 1980 inclusive. 


The Company is required to pay by each sinking fund payment date an amount sufficient 
to pay interest accrued to that date in respect of debentures to be redeemed out of the 
sinking fund, and in the case of the Series C and D debentures to be redeemed the 
Company is also required to pay the exchange rate adjustment referred to in (g) below. 
The revised terms of the debentures after the reorganization provide that all debentures 
which are redeemed out of sinking fund payments are to be redeemed, firstly, out of the 
outstanding sub-series | debentures of each series until no sub-series | debentures of the 
particular series remain outstanding, next out of the sub-series Il debentures, then out of 
the sub-series Ill debentures, and, lastly, out of the sub-series |V debentures of such series. 


At December 31, 1971 the Company has purchased for cancellation $40,000 principal 
amount of Series A debentures. By June 30, 1972 the Company had also purchased an 
additional $56,000 principal amount of Series A debentures at a cost of $42,000, bringing 
the total principal amount then available as a sinking fund credit to $96,000. On 
November 15, 1972, $50,000 of such principal amount was applied as a sinking fund 
credit leaving a balance of $46,000 available. 


At December 31, 1971 the Company has purchased for cancellation $386,000 principal 
amount of Series B debentures, which principal amount was available as a sinking fund 
credit. By June 30, 1972 the Company had applied $40,000 of such credit in respect of 
the June 1, 1972 $40,000 Series B sinking fund payment. Under the terms of the 
reorganization (see (f) below) the balance of $346,000 is no longer available as a sinking 
fund credit. 


Subsequent to June 30, 1972 the Company purchased $301,000 Series D debentures at 
par. As outlined in (f) below, these debentures cannot be used to meet sinking fund 
requirements but their purchase may be reimbursed from cash held by the trustee, subject 
to certain restrictions. 


All 1972 sinking funds payments have been met as follows: 

(i) June 1 — No Series B payment required because of the sinking fund credit 
referred to above. 

(ii) November 15 — No Series A payment required because of the sinking fund credit 
referred to above. 

(iii) November 15 — The consolidated Series B, C and D payment of $250,000 was paid 
in cash (by application of funds on hand with the trustee, of which 
$25,147 was on hand at December 31, 1971). 


December 31, 1971 After reorganization — June 30, 1972 
Acceleration 
of sinking fund 
payments 
Series C andD Accelerated in certain No acceleration provision. 


circumstances. 
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(f) 


(g) 


Sinking fund 
credit 


Adjustment 
dependent 
upon Canadian 
and Federal 
Republic of 
Germany 
currencies 


Series C and D 
principal and 
interest 
payments. 


Convertible 
features 


December 31, 1971 


After reorganization — June 30, 1972 


Series A, B or D deben- 
tures may be purchased or 
redeemed at prices not in 
excess of the applicable 
redemption price and the 
principal amount may 
then be applied as a credit 
against respective sinking 
fund requirements. 


15% maximum (increase 
or decrease) dependent 
upon the exchange rates 
officially recognized by 
the International Monetary 
Fund. 


None 
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Although all series of debentures may 
be purchased or redeemed at prices 
not in excess of their redemption 
prices, Series A debentures are the only 
series which qualify for sinking fund 
credit. 


The Company may be reimbursed for 
its purchase of any series of deben- 
tures, from cash held by the trustee, up 
to a maximum of 80% of the redemp- 
tion price of the purchased debentures, 
provided, however, that the aggregate 
reimbursements for Series B, C and D 
debentures in any one fiscal year is 
limited to 50% of that fiscal year’s con- 
solidated sinking fund payment. 


25% maximum (increase or decrease) 
dependent upon the market exchange 
rates. 


Each series is sub-divided into four 
equal separate sub-series. The princi- 
pal amount of such sub-series (Series C 
and D sub-series being adjusted for 
above currency relationship) may be 
converted into common shares at any 
time prior to maturity as shown below. 
Conversion price for 


Sub-series One common share 
| $2.00 
II $3.00 
Il $4.00 
IV $5.00 


The above conversion prices are sub- 
ject to anti-dilution provisions. 


Under the terms of the Deed of Trust 
and Mortgage the Company has agreed 
to file a preliminary prospectus with 
the Ontario Securities Commission by 
June 30, 1973 in respect of those com- 
mon shares that may be issued as a 
result of the conversion of debentures 
subsequent to that date. 


December 31, 1971 After reorganization — June 30, 1972 


The Ontario Securities Commission has 
ruled that the common shares resulting 
from a conversion of the sub-series II, 
Ill, and IV debentures may not be re- 
sold until the Commission has accepted 
a prospectus of the Company relating 
to these shares. 
Redemption 


Series A and B On or before maturity at 
approximately par plus 
accrued interest. On or before maturity, in order of sub- 
series | to IV, at par plus accrued 
Series C and D On or before maturity at interest. 


par plus accrued interest. 


At December 31, 1971 these debentures, Series A to D inclusive, rank equally and are 
secured by fixed and specific charges on certain mortgages receivable and certain revenue 
producing real estate; by a first floating charge on the assets and undertaking of Revenue 
Properties Company Limited; and to the extent of $6,600,000 on the lands known as 
“Century City” (see note 8). Substantially all of these mortgages receivable, real estate 
and lands also secure various indebtedness which ranks in priority to this charge. 


By the June 30, 1972 amendments to the Deed of Trust and Mortgage the Company 
agreed to charge additional mortgages receivable, revenue producing real estate and 
lands held for development or sale, and also agreed to remove the $6,600,000 limit on 
the existing charge of the Century City lands. The aggregate net fair market value of all 
specifically charged property at any time must not be less than 100% of the principal 
amount of the debentures then outstanding (adjusted for the currency relationship 
referred to in (g) above). Also the aggregate net fair market value of those parts of the 
specifically charged property which are cash and real property upon which there are 
erected buildings or dwellings of a permanent nature held for investment or sale must 
not be less than 80% of the aggregate net fair market value of the specifically charged 
property. Property may be released from the charge in stated priorities as long as the 
aggregate net fair market value of the remaining charged property exceeds 120% of 
the principal amount of debentures then outstanding (adjusted for the currency relation- 
ship referred to in (g) above). The June 30, 1972 amendments substantially changed the 
provisions of the Deed of Trust and Mortgage governing the power of the Company to 
sell and encumber the property pledged thereunder and the use which may be made of 
funds on hand with the trustee. The bulk of these amendments are not summarized 
herein. 


The Deed of Trust and Mortgage securing the debentures contains among other things 
provisions concerning audit of accounts, statutory obligations of the Company and 
similar matters. The deed also contains covenants of the Company relating among other 
things to the payment of prior indebtedness and taxes on property pledged as security. 
In the opinion of the Company’s counsel, to their knowledge no events have occurred 
which do, or with the appropriate notice would, constitute an event of default under the 
Deed of Trust and Mortgage, except that certain realty taxes are in arrears. Company’s 
counsel is of the opinion that an event of default may not be declared if payment of these 
realty tax arrears is made within 30 days of receipt of a written demand from the trustee; 
in the opinion of the Company, it would be able to make such payment. 


At December 31, 1971 Series E debentures of $5,000,000 principal amount are held by a 
nominee of the Company awaiting cancellation. The terms of the 1972 reorganization 
prohibit the issue of any additional debentures (including the Series E debentures) and as 
a result the Series E debentures were cancelled in 1972. 
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18. 7¥%2% Convertible subordinated sinking fund debentures Series A 


hie 


The Series A convertible debentures in the amount of $986,000 are due June 30, 1988 and are 
convertible into common shares of the Company up to the earlier of June 30, 1988 or 3 
business days prior to the date specified for their redemption as set out below. No debentures 
were converted during 1971 or subsequent thereto. 


The conversion prices are subject to downward adjustment in the event that the Company 
issues any additional common shares, as defined, for a consideration per share different from 
the conversion price in effect immediately prior to the issuance of such shares. 


As a result of the foregoing provision and the corporate reorganization during 1972 (see 
notes 17 and 20) the actual or possible conversion prices are as follows: 


On or before June 30 


1978 1983 1988 
December 31, 1971 (actual) (a) $ 9.00 $ 10.67 $ 12.67 
October 31, 1972 (actual) (b) 7203 8.91 10:57 
November 15,1972 (possible)  (c) 6.34 aon 8.54 


(a) Before giving effect to the corporate reorganization. 


(b) After giving effect to the issue of 2,100,827 common shares during 1972 
(see note 20(b) ). 


(c) After giving effect to (b) above, together with the possible issue of 
4,672,000 common shares which would result from the conversion of 
all 9% Convertible sinking fund debentures (see note 17(h) ) outstand- 
ing immediately after the November 15, 1972 sinking fund payments. 


Under the terms of the Trust Indenture, a sinking fund is required to be established for the 
retirement of $700,000 aggregate principal amount of the debentures on June 30 in each of 
the years 1979 to 1988 inclusive. Since debentures converted into common shares and thus 
cancelled, amounting to $6,014,000 to December 31, 1971, can be applied against such sinking 
fund requirements, no sinking fund payments will be required until at least 1987. 


These debentures are redeemable at par (i) to meet sinking fund requirements and (ii) at any 
other time if throughout the 180 days prior to the date on which notice of redemption is given 
the market price of the common shares has not been less than 125% of the conversion price 
then in effect. 


These debentures are subordinated to the prior payment in full of the sinking fund debentures 
referred to in note 17 and of certain other prior indebtedness. There are restrictions concerning 
payment of dividends under the terms of the Trust Indenture. 


The Trust Indenture contains among other things provisions concerning audit of accounts and 
covenants of the Company. In the opinion of the Company’s counsel, to their knowledge no 
events of default have occurred nor have any events occurred which would allow the trustee 
to declare an event of default after giving appropriate notice. 


Deferred income 


Deferred income includes gains on certain transactions as follows: 


(aye Gain oni salessoi:development: property aeene ene ee eee $1,694,563 
(b) Unamortized gain on sale and leaseback transactions ...............0.--- 2G, 955 
(c) Unamortized gain on sale of nine properties now managed by the Company 842,960 

(d) Unamortized gain on sale of the Company’s 75% interest in a long-term lease 
olcommenctal space. cma. egg: citrate eee te reer Re 344,539 
$5,017,995 
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20. 


The above deferred income will be recognized as earned when all requirements of the Ontario 
Securities Commission guidelines have been met. With respect to (b) to (d), the recognition 
of income as earned will also be in accordance with the terms of the relevant agreements in 
amounts of $135,000 annually over the next five years and thereafter in varying annual amounts 
until 1999. 


Capital stock 
No common or second preference shares were issued during 1971. 
The authorized and outstanding capital stock at December 31, 1971 was increased during 


1972 in connection with the corporate reorganization approved by the shareholders, regulatory 
bodies and other interested parties (see also note 17 — ‘71/2% Sinking fund debentures’). 


By articles of amendment dated August 9, 1972 the number of authorized common shares was 
increased from 16,164,060 to 20,000,000. 


(a) At December 31, 1971, 1,756,000 common shares and 22,502 second preference shares 
are reserved for possible issue as follows: 
(i) Common shares 
(1) 7%2% Convertible subordinated sinking fund debentures Series A — $986,000 
The conversion of these debentures at $9.00 per share would result in the 
issue of 109,000 common shares (see also (c) below). 
(2) Series A 1961 and Series B 1965 warrants 


Warrants to purchase 1,585,000 common shares are outstanding. The warrants 
were issued in connection with the sale of the Series A and Series B sinking 
fund debentures. Each $1,000 of principal for both the Series A and Series B 
debentures were originally issued carrying warrants to purchase what now 
amounts, after stock splits, to 600 and 300 common shares respectively. 


The outstanding warrants are exercisable as follows: 


Series A Series B 
1961 warrants 1965 warrants 
(see (a)(ii) below) 

Exercisable on 
or before November 15, 1973 June 1, 1975 
Price per share $1.0834 on or before $1.83 on or before June 

November 15,1972 and 1, 1972 and thereafter 

thereafter at $1.1251 ale pee 7, 
Number of shares 1,080,000 505,000 


(3) Stock options 


Options to purchase 62,000 common shares are held by three directors and 
officers as follows: 


Number of 
shares Price Terms 
12,000 $1.95 3,000 shares in each of the 4 five-year periods 
ending October 9, 1974 to 1977 inclusive. 
25,000 $0.50 5,000 shares in each of the 5 five-year periods 
ending September 30, 1975 to 1979 inclusive. 
25,000 $0.63 5,000 shares in each of the 5 five-year periods 


ending September 19, 1977 to 1981 inclusive. 
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(it) 


Second preference shares 

The holders of the Series A 1961 warrants are entitled to receive, in addition to the 
common shares outlined in (a)(i)(2) above, all stock dividends that would have been 
paid from November 15, 1961 as if the warrants had been exercised and common 
shares issued on that date. From November 15, 1961 to December 31, 1971 stock 
dividends in the form of second preference shares were paid to the holders of 
common shares. Upon the exercise of all Series A 1961 warrants, 22,502 second 
preference shares will be required to be issued without further consideration and 
accordingly $225,020 is appropriated for such purpose. 


The appropriation reserve has decreased by $5,258 in 1971 as the result of the 
cancellation of share options held by former directors and officers in 1971. 


(b) The subsequent issue of 2,100,827 common shares during 1972 resulted from the 
following: 


(i) 


(i1) 


(iii) 


In August 1972, First Canada Financial Corporation Limited, Danarah Holdings 
Limited and Two Kiss Holdings Limited subscribed for 500,000, 300,000 and 200,000 
common shares respectively at a subscription price of 50¢ per share, resulting in a 
total of 1,000,000 common shares being issued for $500,000 cash. The beneficial 
shareholders of First Canada Financial Corporation are Mr. Maxwell Goldhar and Mr. 
Ken Kelman, each to the extent of 50%. Mr. Goldhar was engaged as a consultant to 
the Company in January 1971 and became a director and the President during June 
1972. Mr. Kelman became a director of the Company during June 1972. The 
beneficial shareholders of Danarah Holdings Limited are the children of Mr. 
Goldhar and the daughters and sons-in-law of Mr. Kelman. The beneficial share- 
holders of Two Kiss Holdings Limited are First Canada Financial Corporation Limited 
(as to 75%) and Mr. Charles Harris Tod, a director and officer of the Company (as 
to one 


The subscription agreements were subject to various conditions, all of which have 
been satisfied, including the following: 


(1) By October 30, 1972 the repayment and other terms of the outstanding 7'%2% 
Sinking fund debentures were extended and modified in a manner satisfactory 
to First Canada Financial Corporation Limited. 


(2) By October 30, 1972 Mr. Alex J. Rubin, Mr. Harry Rubin and all other persons, 
firms, trusts and corporations (whom First Canada Financial Corporation Limited, 
in its sole and absolute discretion, was of the opinion were associated or 
affiliated with either of Mr. Alex J. Rubin and Mr. Harry Rubin or did not deal 
at arm’s length with either of them) executed a voting trust agreement satisfactory 
to First Canada Financial Corporation Limited, whereby Mr. Goldhar was given 
the right to vote, at all meetings of the sharehoiders of the Company, all shares 
in the capital of the Company owned by such persons, firms, trusts and 
corporations. 


In addition to the right to vote the shares outlined in (2) above, Mr. Goldhar also 
was given the right to vote the 1,000,000 common shares so long as such shares are 
owned by the subscribers. 


Rights were issued to all shareholders in August 1972 whereby such shareholders 
were entitled to subscribe for 1 common share at a price of 50¢ in respect of each 
10 common shares of which they were the holders of record. Such rights were not 
issued in respect of the 1,000,000 common shares subscribed for and issued as 
outlined in (b) (i) above. The rights offering resulted in the issue of 990,974 common 
shares. First Canada Financial Corporation Limited subscribed for those common 
shares which were not purchased under the rights offering and was issued an 
additional 105,653 common shares. 


4,200 common shares were issued during 1972 as the result of Series A 1961 warrants 
being exercised (see (a)(i)(2) ) above. 


26 


(c) 


The comparative status of 


changed is set out below: 


Authorized 
Issued 


Reserved for 
convertible 
debentures 


9% Convertible 
sinking fund 
debentures 


72% Convertible 
subordinated 
sinking fund 
debentures 

Series A 


December 31, 1971 


those elements of the common shares which have been 


After reorganization and 
November 15, 1972 
sinking fund payment 


16,164,060 
10,962,070 
$25,063,866 


Not applicable 


109,000 

See (a) (i) (1) above and 
also note 18 for conver- 
sion details. 


20,000,000 
13,062,897 
$26,116,729 


4,672,000 
See note 17(h) for conver- 
sion details. 


130,000 at a reduced con- 
version price of $7.53 per 
share. 


Additional common shares 


would also be reserved if 
the conversion price were 
to decline further toward 
$6.34 per share. 


21. Lease and similar obligations 
Sale and leasebacks 


(a) 
If leases Long-term 
Leases terminated land Management 
in or leases agreement 
Payments effect forfeited (b) (c) 
LD ed recy Meee Poloae eet ares aie $ 1,833,000 $ 326,000 $ 358,000 $ 716,000 
(LOPS eeiotte ak 2 exe eae Bro 1,833,000 326,000 358,000 716,000 
AS FY Ws SRR ae tN Sew AS et A 1,833,000 326,000 358,000 716,000 
LO Ziemegttas err c hc Cree than oe 1,833,000 326,000 358,000 716,000 
LO / Gime nS aE Tat ers asicke ves 1,830,000 322,000 358,000 716,000 
1977 and subsequent We wer tare! 21,700,000 1,982,000 28,098,000 14,416,000 


(a) Revenue producing properties were sold and leased back prior to March 31, 1970. Under 
certain of the lease agreements the lessor is to be paid a percentage of rentals in excess 
of a specified amount. 


Certain of the lease agreements contain clauses relating to the termination or forfeiture 
of the lease by the Company and cessation of all liability thereunder upon payment of a 
specific amount pertaining to each such lease, the total amount of such payments being 
$1,745,000. 


The rents included above for leases, whose latest year of expiry is 1999, are exclusive of 
participating rents, realty taxes, insurance, maintenance and repairs, and similar expenses. 
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(b) The rents included above for long-term land leases, whose latest year of expiry is 2067, 


(c) 


are exclusive of realty taxes. 


Prior to 1971 the Company sold nine properties and entered into an agreement with 
the purchaser concerning operation and management by the Company of the properties 
until 1999. Under the agreement the Company is required to (i) pay annually to the 
purchaser a return of 8.25% to 9% before income taxes on the purchaser’s invested 
equity, and (ii) make payments on the mortgages on the properties or, following 
discharge of any or all of the mortgages, pay annually 50% of the amounts previously 
payable thereon, to the purchaser. The aggregate of (i) and (ii) so payable are included 
above. In addition, the purchaser is entitled to participate in net revenue, as defined, in 
excess of a stated amount for each of the nine properties. 


The Company may terminate the contract and its liability thereunder by forfeiting a 
mortgage of $350,000 taken back by the Company on the sale of the properties. That 
mortgage is included in “Mortgages receivable” in the consolidated balance sheet. 


22. Contingent liabilities 


23: 


(a) 


(d) 
(e) 


The Company may be required to repurchase on May 15, 1974 a group of 153 residential 
first mortgages, bearing interest at approximately 9%, maturing in 1994 and having an 
aggregate outstanding principal balance of $2,430,000 at December 31, 1971, at a price 
of $98.25 per $100 principal then outstanding. 


In 1969 Victoria Wood Development Corporation Inc., a partially owned subsidiary of 
the Company at that time, issued $5,000,000 8% Sinking fund debentures Series A. 
Subsequent to 1971 the principal outstanding on these sinking fund debentures was 
reduced to $316,000. The Century City lands (see note 8) are pledged by the Company 
as security for these debentures. 


Subsequent to 1971 the Company guaranteed a loan of $800,000 from a third party to 
Canadian Century Homes Limited (see note 11). At the same time the Company pledged 
certain real estate held for development or sale as security for the loan. 


There are other miscellaneous contingent liabilities of the Company totalling $675,000. 


See also notes 8, 10, 23 and 24 (a) (ii). 


Legal proceedings 
Legal proceedings in which the Company is a defendant are outlined below: 


(a) 


Since July 1969 a total of 25 private civil actions naming the Company as a defendant were 
commenced in various United States District Courts by certain individuals, partnerships 
and corporations. They purported to bring those actions either on their own behalf 
(‘individual’ actions) or on behalf of the Company, or on behalf of all other persons 
(‘representative’ actions) who purchased common shares of the Company during certain 
periods, and who sold such shares at a loss or hold such shares at a loss. Named as 
defendants in one or more of the actions, in addition to the Company and others, were 
the then directors and officers of the Company, the Alex J. Rubin Family Trust and the 
Harry Rubin Family Trust and their then trustees, the underwriters of the public offering 
of common shares in the United States and Touche, Ross & Co. (previously known as 
Touche, Ross, Bailey & Smart) the Company’s former auditors. The complaints alleged, 
inter alia, that the United States registration statement of the Company, effective 
November 12, 1968, the prospectus included therein, and ‘‘periodic reports” filed and 
circulated by the Company disclosing the results of its operations for 1968 and previous 
years, were false and misleading and that material facts were omitted and that improper 
and inconsistent accounting principles were utilized; and that certain defendants violated 
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the United States Securities laws by making undisclosed sales of common shares of the 
Company. All 25 actions were transferred to the United States District Court for the 
District of Massachusetts (hereinafter referred to as ‘/the Massachusetts Court”) for 
consolidated pre-trial proceedings. 


On November 16, 1971 a Settlement Order which included 24 of the above actions was 
signed and entered by the Massachusetts Court which provided for a total payment from 
the defendants to the plaintiffs of $8,750,000. The Company agreed with all other 
defendants to contribute $1,050,000 on behalf of itself and Mr. Alex J. Rubin, Mr. Harry 
Rubin, The Alex J. Rubin Family Trust and The Harry Rubin Family Trust as the Company’s 
share of the total settlement. Final judgments were entered by the Massachusetts Court 
on January 12, 1972 (‘representative’ actions) and on February 12, 1972 (‘individual’ 
actions). The final judgment in the ‘representative’ actions and the final judgment in 
the ‘individual’ actions became non-reviewable and non-appealable on February 11, 
1972 and March 13, 1972, respectively. 


The settlement contribution and related legal costs amounting to $1,262,035 were 
provided for in the accounts prior to 1971. Included in “Cash in escrow” in the 
consolidated balance sheet is $1,050,000 which was applied against ‘Liability for 
settlement of United States civil actions” subsequent to 1971. 


One other civil action in which the Company is named as a defendant and which claims 
damages of $1,250,000 is still unsettled. Little pre-trial discovery has been conducted in 
the action. However, it is the view of counsel, based upon the information presently 
known to it, that the claims against the Company in the one remaining action present 
no substantial adverse financial risk except for legal fees and other costs related thereto. 


On or about August 2, 1972, the United States Securities and Exchange Commission 
instituted an action in the United States District Court for the Southern District of New 
York against the Company and its President, asserting, among other things, that the 
defendants violated Section 14(a) of the Securities Exchange Act of 1934 and the applicable 
rules thereunder, in respect of the solicitation of proxies for use at a general meeting 
held on August 4, 1972, and that the Company violated Section 13 of the Securities 
Exchange Act of 1934 and various regulations promulgated thereunder, by failing to file 
various reports required to be filed. On August 2, 1972, the Court temporarily restrained 
the defendants from, among other things, soliciting, voting or otherwise using any such 
proxy or corisent or authorization obtained from persons whose addresses indicated that 
they were citizens or residents of the United States. The Company complied with the 
temporary restraining order and did not vote any such proxy at the meetings held on 
August 4, 1972. 


On August 23, 1972, judgments of permanent injunction were entered by order of the 
United States District Court for the Southern District of New York, pursuant to the 
consents of the defendants without their admitting or denying the allegations in the 
complaint. The Company and Mr. Maxwell Goldhar have been enjoined from violations 
of the proxy provisions of the Securities Act of 1934 in the solicitation of proxies in 
respect of the securities of the Company by failing to furnish to Company shareholders 
current audited financial statements of the Company in connection with such solicitation. 
In addition, the Company has been enjoined from violations of the requirements that 
it file periodic financial reports with the Securities and Exchange Commission and with 
the American Stock Exchange. The Company was ordered to file with the Commission 
and disseminate to its shareholders, not later than December 4, 1972, unaudited financial 
statements for the first nine months of 1972 and a description of the assets and current 
operations of the Company, which order it complied with. The judgment against the 
Company also provides a schedule for the filing of audited financial information on the 
Company as required by the periodic reporting requirements of the Securities Exchange 
Act of 1934. 


(b) An action is pending in the Supreme Court of Ontario against the Company, Mr. Alex J. 
Rubin and Mr. Harry Rubin as defendants. The plaintiff alleges that in 1968 the defendants 
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24. 


verbally agreed to pay the plaintiff 10% of the dollar value of any offering of stock or 
convertible debentures of the Company made through a New York underwriter to be 
introduced to the defendants by the plaintiff. The plaintiff seeks to recover $1,280,000 
with respect to a public offering of common shares in the United States on November 12, 
1968; $2,675,000 with respect to a proposed offering of convertible debentures, which 
offering has been indefinitely postponed; and a declaration that he is entitled to 10% of 
the dollar value of any such further offering by the Company. The Company, Mr. Alex J. 
Rubin and Mr. Harry Rubin deny both the alleged agreement and the alleged introduction. 
In the opinion of counsel, there is an excellent prospect of successfully defending the 
action. 


Because of their contingent nature no provisions are made in the consolidated financial 
statements with respect to the unsettled civil action and the other unsettled action referred to 
above. 


Transactions with directors and officers 


(a) 


The amount of $2,494,104 included in the consolidated balance sheet as ‘‘Due from 
directors and officers’ represents amounts due from persons who are directors and 
officers of the Company and/or members of their families and/or family trusts and/or 
companies controlled by one or more of them. 


(i) Included therein is a 7% mortgage receivable amounting to $2,232,290 which matures 
on June 28, 1973 together with accrued interest thereon of $79,629. 


In 1967 the Company purchased a parcel of unimproved land and entered into a joint 
venture with respect thereto with a limited partnership controlled by Mr. Herbert 
M. Green (a director of the Company and an officer of its principal subsidiary until 
April 21, 1972) and/or members of his family and/or family trusts and/or companies 
controlled by one or more of them (hereinafter referred to throughout note 24 as 
“Mr. Green’’). In 1968 the Company sold its interest in the land to the limited 
partnership and took back the above mortgage receivable. This transaction resulted 
in a profit and $841,000, being the Company’s share thereof, is included in ‘Deferred 
income” in the consolidated balance sheet. 


Mortgages payable on this land amounting to $1,051,000 at December 31, 1971 
were not assumed by the purchaser but remain a liability of the Company and are 
included in ‘Other secured loans payable’ in the consolidated balance sheet. 


(ii) Included therein is an amount of $43,000 being counsel and litigation expenses 
paid on behalf of certain present and former directors of the Company who were 
named as defendants in the United States civil actions referred to in note 23(a). 
Additional fees and expenses of $44,000 were also incurred in 1971 but these have 
not been paid by the Company as a result of the Settlement Order entered by the 
United States District Court for the District of Massachusetts (see note 23(a)). A 
motion is before the District Court which (i) may provide for the recovery from said 
directors of the $43,000 already paid by the Company or (ii) may require that the 
Company pay the additional fees and expenses which would result in a charge to 
deficit of $87,000. 


(iii) Included therein is a promissory note due from Mr. Green in the amount of $50,000, 
payable on demand with interest at the rate of 16% per annum. 


In May 1970 a consolidated joint venture (in which the participants were the 
Company and Mr. Green, see (c) (ii) below) cancelled an agreement of purchase and 
sale with a third party by mutual consent and also at the same time sold all interest 
in the applicable real estate. A 7% note receivable of $1,550,000, collaterally 
secured by a second mortgage, maturing on June 28, 1973 was taken back from the 
purchaser. Mr. Green was assigned an undivided 19.1% interest in the note 
amounting to $296,002 which represented his share of the profit thereon. 
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In May 1971 the Company loaned $100,000 to Mr. Green in consideration for a 
promissory note payable on demand with interest at the rate of 16% per annum. 
The promissory note was secured by the assignment to the Company of the 
undivided 19.1% interest in the note held by Mr. Green. 


In November 1971 the Company purchased from Mr. Green his undivided 19.1% 
interest at a cost of $262,750. In settlement thereof the Company was repaid $50,000 
of the $100,000 loan and by agreement the remaining $50,000 promissory note may 
be offset against any balances due to Mr. Green from the Company. 


Included in ‘Mortgages receivable” in the consolidated balance sheet is the 
Company's 100% interest in the $1,550,000 7% note receivable at a book value of 
$1,516,748. 


(b) The amount of $1,801,605 included in the consolidated balance sheet as ‘Due to directors 
and officers’ represents amounts due to persons who are directors and officers of the 
Company and/or members of their families and/or family trusts and/or companies 
controlled by one or more of them. 


(i) Included therein is an amount of $1,628,000 which is owing to Mr. Alex J. Rubin 


(11) 


(111) 


(an officer of the Company until July 20, 1972 and formerly a director), Mr. Harry 
Rubin (formerly a director and officer of the Company), four family trusts, and two 
companies controlled by one or more of them (hereinafter referred to as “the 
Rubins”). 


By agreement dated December 1, 1971 the Company acknowledged a total indebted- 
ness to the Rubins of $1,628,000 comprised of advances of $788,000 and interest of 
$840,000. The agreement was conditional upon the entry of non-reviewable and 
non-appealable final judgments in the United States civil actions by the United States 
District Court for the District of Massachusetts. This condition was satisfied on 
March 13, 1972 (see note 23(a) ). 


The Company agreed to repay the indebtedness of $1,628,000 to the Rubins on 
December 1, 1974 together with interest from February 1, 1972 at 12% per annum 
payable monthly. 


As part of the above agreement the Company gave to the Rubins a promissory note 
in the amount of $788,000 collaterally secured at December 31, 1971 by an assignment 
of certain assets of the Company amounting to $2,862,000 which are pledged against 
loans payable of $1,150,000. 


On December 1, 1971 the Company and the Rubins released each other from any 
further or additional claims existing up to that date except for the item outlined in 
(ii) below. 

Included therein is a liability in the amount of $46,000, substantially since paid, 
owing to Mr. Alex J. Rubin at December 31, 1971 with respect to leased space in a 
building acquired by the Company in 1961. 


Also included therein is the $122,165 equity of Mr. Green in certain consolidated 
joint ventures (see (c) (ii) below). 


(c) Certain other matters involving persons who are directors and officers of the Company 
and/or members of their families and/or family trusts and/or companies controlled by 
one or more of them follow: 


(i) In 1961, pursuant to the arrangement leading to the formation of the Company, a 


(ii) 


property was purchased for $136,250 subject to an existing lease which expires in 
2018 with Mr. Samuel Gotfrid (a director and President of the Company until April 
21 and June 28, 1972, respectively). Under the lease Mr. Gotfrid has an option to 
purchase the property for a price of $40,000 exercisable in 2018. 


Companies and a limited partnership which are controlled by Mr. Green have an 
interest in certain joint ventures, the accounts of which are included in the consoli- 


Si 


dated financial statements (see note 2(c)). The participation of Mr. Green is 10% 
in One joint venture and 25% in the others. The accounts of these joint ventures at 
December 31, 1971 show that the assets total $13,515,255, the liabilities total 
$7,849,059 and the Company's equity therein is $5,534,031. 


By arrangements made between the parties on a mutually satisfactory basis, cash 
amounting to $360,000 and other assets amounting to $390,000 of the joint 
ventures have been distributed up to December 31, 1971 to Mr. Green prior to the 
times at which such distributions were to have been made in accordance with the 
terms of the agreements. 


Mr. Green also participates to the extent of 12%2% and 15% in the profits or losses 
of each of two other joint ventures, the Company’s investment in which is included 
in “Investment in and advances to joint ventures not consolidated” in the consoli- 
dated balance sheet (see note 10). 


(iii) At December 31, 1971 Mr. Green owns 23.75% of the shares of Century City 
Developments Limited, a consolidated subsidiary (see notes 2(a) and 8) and 16.25% 
of the share equity of Canadian Century Homes Limited, an associated company 
(see note 11). 


(iv) See also note 20 for the subsequent share subscriptions and the share options. 


25. Consolidated statement of income 
(a) Interest — Charges 
Long-term debt 


Debentures (including the amortization of deferred financing costs 
of $96,548 and the currency adjustment of $30,097 included 


in note: “17s (a) ile ae hae eee ie eee ee ats ae ee res $127 7,092 
Mortgages: seis. a sese te ssn ements ee ne a tae a en ee eaa ege eens 3,456,065 
Other. och Rees er ee ree aa: 1,391,005 

Short-term: débti coo Oe ee 239,630 
$6,363,792 


(b) Extraordinary items — Debenture financing costs 


Although refinancing of the 72% Sinking fund debentures became effective June 30, 
1972 (see note 17), the terms of the refinancing had been substantially negotiated by 
December 31, 1971. As a result $212,007, being the debenture financing costs 
relating to the amortization period subsequent to June 30, 1972, has been written 
off in 1971 consistent with the Company’s accounting policy. The amortization 
amount for the six months ending June 30, 1972 is included in ‘‘Debenture financing 
costs less amortization” in the consolidated balance sheet. 


(c) Loss per share 


The calculation is based on 10,962,070 common shares outstanding during 1971. 
The dilutive effect resulting from the conversion of the convertible debentures and 
the exercise of 1961 and 1965 warrants and stock options would reduce the loss per 
share and consequently such calculation is not provided. 


(d) Aggregate direct remuneration to directors and senior officers 


Remuneration: 6 ....ca54.o See oe tReet a: one er Pe $163,262 
Fees*to’ certain difectOrss. 2. . aoe eee er ee ae eee ree 35,082 
Legal and finders’ fees to a firm in which a director has an interest .... 95,001 
Consultant’s fees to First Canada Financial Corporation Limited ....... 28,124 

Income (net of losses) of consolidated joint ventures allocated to 
director. (seemote: 246). (i) ee ee ee ee ee 98,678 
$420,147 
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26. Subsequent events 


The following notes summarize briefly certain events which took place subsequent to 
December 31, 1971 up to January 15, 1973: 


(a) 


(b) 


Mortgages receivable with a net book value of $738,000 as at December 31, 1971 were 
sold for approximately that amount. 


Substantially all principal on ‘Mortgages receivable” and ‘Balances receivable for land 
sold under agreements of purchase and sale’ outstanding at December 31, 1971, which 
has become due either because of mortgages maturing or otherwise as summarized in 
notes 5 and 6 has been received. 


Properties included in ‘‘Real estate held for development or sale — Properties other than 
Century City” and having a book value of approximately $4,649,000 at December 31, 
1971 have been sold at a profit; the Company also reacquired from its associated 
company property which was then sold at a profit. 


Four properties included in ‘Revenue producing real estate’ and having a book value 
at December 31, 1971 of $1,584,000 have been sold for approximately that amount. 


A multi-tenancy industrial building has been completed at an additional cost of approxi- 
mately $382,000 and is now fully leased. 


All principal on loans and mortgages payable outstanding at December 31, 1971, which 
has become due as summarized in notes 12 to 16 inclusive, has been paid (except as set 
out in (g) below) or arrangements have been made for extension, renewal or refinancing 
as follows: 


(i) $3,261,500 of ‘Loans payable secured by mortgages receivable’ bearing interest at 
rates which vary from 101/2% to 17%, weighted average 12.3% have been renewed 
or replaced or arrangements have been made for extension at rates which vary from 
10% to 12%, weighted average 11.2%. 


(ii) $861,500 of ‘Other secured loans payable” bearing interest at rates which vary from 
7% to 13%, weighted average 7.2% have been replaced at a rate of 11%. 


(iii) $481,000 of ‘Mortgages payable secured by land sold under agreements of purchase 
and sale” bearing interest at rates which vary from 6% to 16%, weighted average 
14% have been renewed at rates which vary from 9% to 12%, weighted average 
11.4%. 


(iv) $1,658,000 of “Mortgages payable on real estate held for development or sale” 
bearing interest at rates which vary from 6% to 16%, weighted average 13.9%, 
have been renewed or replaced or arrangements have been made for extension at 
rates which vary from 7% to 12%, weighted average 11.4%. 


(v) $521,000 of “Mortgages payable on revenue producing real estate” bearing interest 
at rates which vary from 7% to 12%, weighted average 11.4%, have been renewed 
or replaced or arrangements have been made for extension at rates which vary from 
10%2% to 12%, weighted average 11%. 


Payments of principal and interest on ‘Mortgages payable on real estate held for 
development or sale — Century City’’ were in arrears to the extent of approximately 
$1,916,000. 


New permanent mortgage financing of $661,000 bearing interest at rates which vary from 
9%2% to 10%, weighted average 9.6%, and new interim financing of $1,595,000 bearing 
interest at rates which vary from 10%2% to 1142%, weighted average 10.8% have been 
arranged. 
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i) a 1S, 


